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YIA HAND DELIVERY
AND ELECTRONIC MAIL

General Services Administration
At Laurie Duarte

FAR Secrelariat (MVP)

1800 F Street, NW, Room 4035
Washington, D.C. 20405

Re: FAR Case 1998-018
Propased Rule: Trademarks for Government Products
66 Fed. Keo., 4210U2- (August 9, 2001)

Dear Ms. Duarte:

On behaif of the Section of Public Contract Law of the American Bar
Association ("the Section"), I arn subinitting comments on the above-referenced
matter. The Sechon consisis of attormeys and associated professionals in private
practice, industry, and Government service. The Section's governing Council and
substantive cormnmiitees contain members representing these three segments to ensure
that all points of view are considered. In this manner, the Section seeks to improve the
process of public contracting for needed supplies, services, and public works.

The Section is authorized to submit comments on acquisition regulations under
special authority granted by the Association's Board of Governors. The views
expressed herein have not been approved by the House of Delegates or the Board of
Governors of the American Bar Association and, therefore, should not be construed eas
representing the pelicy of the American Bar Associalion. '

Mary Ellen Coster Williams, an Officer of the Public Contract Law Section, did oot participate
iv the Secton’s considerstior of these comments, and ske abstained from veticg to HPpIOVE,
and cend thie Ietter.

Fall Moering = Nevember 1210, 2001 = San Diego, CA
Migvear rreeling « February 25-March 3, 2007 » Apnanoflls, MO
Lpring Mueeting » AMay 24, 2007 » Sovannak, CA \
Amtusi Mestinn « Augus D-1Z, 2002 « Washinrnn, PG
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1. Overview of Proposed Rule and Policy Concerns

The proposed rule regarding trademarks for Government preducts is intended
to provide pelicy guidance and a contract clause that establishes the process fora
contactor seeking to assert rights in “Governmert-unique rnarks.” Generally, the
proposed rule would obligate a conlracler Lo provide 120-day advance netice of its
intent to asserl irademark or scrvicemark rights in conjunction with goods first
developed or mmanufactured, or services first rendered, in performance of a government
conlract. Within the 120-day window, the Government could block assertion of thosc
rights by either choosing to assert its rights in the mark or merely by objecting to the
contractor’s proposed assertion.

No prior or existing regulation has addresscd the role of trademarks znd
servicemarks in government contracting. In the Trademark Amendments Act of 1999,
however, Congress waived sovereign immunity and permitted, for the first time, the
United States and partiss acting on its behalf to be liable for trademark infringement
and dilution. See Pub. L. [06-43, 113 Stat. 219 (codified at 15 U.S.C. § 1114 (Supp.
2001)). Accordingly, consistent with these amendments, the stuled policy purpases for
the proposed rale arc to: (1) avoid hability for trademark infringement and dilution:

(i) avoid resirictions on competition; and (iii} protect agency goodwill.

In light of the Govermnment's potential liability in this area, the Saction agrees
that policy and guidance ere appropriate. The latter two policy purposes, however, are
not effectively addressed by restricting or barring the use of rademarks and
scrvicemarks by government contractors, and the first purpose can be effectively
addressed by providing gnidance for the up-front negotiation of an appropriatz license.
In addition, the Section is concerned that the proposed process is inconsistent with
tradomark law and will frustrate contractors' cfforts related to their commercial
products.

These concerns are addresssd below, follewing a discussion of the relevand
principles of trademark law in Section TL

II. Relevant Trademark Principles

Unlike patents, which allow their owners to presmp! third pariies from making,
using, selling, or importing protected mventions -- whether or not the inventions are
(or ever have been) in actual use -- trademarks and servicemarks merely designate a
stngle source of goods and services that already arc being provided to third parties. 38
US.C § 271, 15US.C. § 1127; 1 J. Thomas McCarthy, MCCARTHY ON TRADEMARICS
AND UnFAIR COMPETITION § 3.2 (47 ed. 2000). Marks do not designate the goods and



General Services Administration g - O }
October 9, 2001

Piage 3

services themselves, and they do not designate the intended or actual consumers.
Instead, trademnark and servicemark rights derive from the goodwill of the source of
goods and services, as well us [fom lhe source recopnition that the marks facilitate,
See Qualitex Co. v, Jacobson Prods. Co., 514 U.S. 159, 162 (1995) (quoting 15 U.S.C.
§ 1127).

Tradernark zand servicemark rights arise at common law to the sxtent that
persons actually are providing services or producing goods in conjunction with a mark
(e.g., in the geographic market ocoupied, for goods/services actually provided, and to
the relevant groups of consurners).’ See 15 U.S.C. §§ 1065, 1125(a), 1127, 1115; Two
Pesos, Inc. v. Taco Cabana, Inc., 505 UK. 763, 768 (1992); Qualitex, 514 U.8. at 162,
Where the Govermnment is a source of geods or services (e.g., where a government
research laboratory develops sofiware und then distributes it to third parties),
governmen! ownership of associated marks is proper. On the other hand, when 2
contractor is a source of goods or services (e.g., where a coniractor develops software
and sell it to the Geovernment), the associated marks belong to the contractor,

Federal trademark and servicemark registrations are a means of expanding the
geographic scope of common-law rights to the entire United States and its territories,
providing sonstructive notice of those rights, and availing owners of statutory
_ enforcement options against conipetitors. Because these are far-reaching benefits,
applicants must specify goods and/or services for which they propose to use the mark,
and any resulting registrations are rcsmctcd to thase deswnated classes. See 15 U.S.C.
§ 10S1(a)(3)(D); 37 C.F.R. §§ 2.32(6-7), 2

Allthough individuals can file "Intent-to-Use" applications for federal
trademark and servicemark registrations, the registrations do not issue (and no
precmptive rights are granted) unti! applicants provide samples establishing that they
are using the marls in commerce for all of the proposed goods and/or scrvices. See 15

For example, without secking any fodernl or state registration, a shop on the boardwalk in
Oceen City, MD selling saltwater tally sulemutically may scerus rights to the mark
SALTYBITES for the goods saltwater taffy and confecdon sales services in the Ocean City
geegraphic area for the consumer group of beachpoers and touriss. At the same tirpe, a similar
cacdy shop selling saltwater teffy on the boardwalk i Atlantic City, NJ scerues the same rights
to the same mark [or the same poods aud services with tespect to the sume consiamer group —
simply in a different geograpbic eree. Similtaneously, 2 shop selling miniature plastic sharks
further down the Atlsutic City boardwulk may accrue rights to SALTYBITES in the same
gcoglaphic arce with Tespect to differant goods and services — toys and toy distribution
services — and the samc consumer group. The discussion in Perches Entertainment Crrp. v.
Lrrerrainment Repertoire Assoc., 62 F3d 690 (5% Cir. 1995), is instructive on this point.
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U.S.C. § 1051(b)(d); 37 CF.R. §§ 2.88, 2.89. If such proof is not submitted within
three years after an application is approved, the application is abandoned. Therefore,
those who do not actually usc trademarks or service marks in commerce never accrue
any commen-law trademark or servicemark rights, and they cannot obtain federal
registrations. This is in stark contrast to patents, which can be obtained and enforced
bused entirely upon "prophetic” examples describing cxperiments or procedures that
the inventor believes could be, but actually have not been, performed. See Atlus
Powder Co. v. EI. DuPont de Nemours & Co., 750 F.2d 1569, 15377 (Fed. Cir, 1985).

Furthermore, even after a trademark or servicemark is registered, third partics
may register and/or use the very same mark for different {(or even closely related)
goods and services if the relevant groups of consumers are not likely to be confused as
to the souree of the goods and services they encounter.” See Peaches Entertainment,
62 F.3d at 650. This result obtains from the overarching goal of the frademark and
servicemnark program: protection of the public, which in fact relies upon such marks
as indicators of quality. Consistent with this approach, trademarks and scrviccmarks
are involuntarily abandoned and their protection is forfeited when registrants license
their marks but do not take affirmative steps to police their use and the quahty of the
goods and/or services being provided by the licensor {e.g., engage in "naked
licensing™). See AMoore Busincss Forms, Inc. . Rys, 960 F.2d 486, 480 (5™ Cir. 1262}
(Ciﬁng Tara Cabana Int’l, Inc. v. Two Pesas, Inc., 932 F.2d 1113, 1121 (Sm Cir. 15%1),
Hence, franchisors (e.£., Dunkin Donuts®) typically cxcrt strict quality control over
the local companics that operate individual stores.

TJI1.  Obstacles Presented By The Federal Trademark System

As discussed below, the fundamental principles of trademark law — and, in
particular, the important distinctions between patents and trademarks/servicemarks --
likely will frustrate the Government's ciforts 1o reach its policy goals through the
proposed rule. These sarme distinclions mitigate in favor of substituting guidance and
& broad licensing scheme for the proposed rale. The more significant obstacles posed

l'er example, while Lockheed Martin Corporation has reygistered the mark HERCULES for use in
conjuscticn with "airplanes and structural parts thercot™ {Regiviration No. 1,356,48K), Brooks
Aulomation, Inc has registered the same mzatk for inteprated cirewit and scmiconductor
cquipmenl, Red Wing Products, Inc, has registered the same mark for garment hangery,
Congress Financial Corporation has registered the sarne mark for "dog chew toys"
{Registration No, 2,211,270}, and Hercules Manufacturing Company has registered the mark
for "fnll and scrmi-truck trailers sod vau budics" (Reogisttetion No, 1,385,149),



4
gf Fa
General Services Administration | ‘ ¢/ D l
Qctober 9, 2001

Puge 5

by these distinctions, as well as proposed solutions that would enable the Government
to achieve its policy goals, are discussed in detail below.

A. The Gavernment Will Nor Protect Its Goodwill By Preventing
Government Contractors from Asserting Thetr Trademark Rights

The Govemment and its contractors typically are separale sources of distinct
goods and services. Except in certain federal Iaboratories that develop goods and
services, the Govermnmoent is largely a consumer of trademarked goods and services
(e.g., missiles, software, maintenance services) that it does not jtself provide in
cormmerce. Thus, Government end contractor goods and services generally will not
"overlap” such that confusion as to source would be likely if both uge the same or a
gimilar mark.*

Accordingly, pre-empting government contractors [rom using particular marks
for their distinet goods and scrvices will not protect an agency’s goodwill. Concerns
that the Governument might be frustrated in its efforts to resell tradernarked goods or
issue publications referencing goods and services it consumes can be resolved, as they
are in cormmerce, by suitable licenses.

B. Disparaging Third-Party Activitics and Products Will Not Be
Addressed or Affected By The Proposed Rule

The Section understands from proponents of the proposed rule that a primary
gozl is the prevention cf disparaging trademark use by third parties (e.g., use of the
mark STEaLTIL for contraceptive products reportedly offended certain goveruneat
officials).” Unfortunately, Government trademark rights and regisirations will not
provide effective means for combating this problem.

For example, foreign Governments seeking (o purchase fighter aircrafl are unlikely to belisve
that the United States Government i mznufacturing RAPTOR brand polf elubs or providing
parzsailing services at California beaches.

The mark STEALTII has been used for military zircraft and conyaceptive devices. Ever if the
STEALTH mark had besn registersd 1o cne party for use in conjunction witl jet aircrafl, ap
application to register the mark lo another party for contraceptive devicas and related services
likely would have been approved due to (he diverse consummner proups served and low
probability that consumers would belicve jet aireraft and contraccptives originared from the
same source, Ironically, federal applizations for that mmark arc pending for vacuurn cloaners
and banjos, Application Serial Nos. 76/141,805 =ud 76/190,730.
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Almost invariably, offending (as opposed to infringing) goods and services will
differ mgnificantly from those provided 1n conjunction with a merk by the Government
or its sentiactors. Unlike patents, whick give theil uwueors Livad powers to pre-empt
any vnapproved use of zn invention, trademark and servicemark registrations aliow
their owners to stop the use of the same or confusingly similar marks in conjunction
with similar goods and services." Compelilers are free Lo use the same mark in
conjunction with sufficiently different goods and services if consumers would pot be
confused as to their source.

The Government is unlikely to obtain registrations covering offending uses,
because registrations only issue after applicants actually use a mark for each
designated class of goods or services. Therefore, unless the Government chooses to
firsl engage mn offending uses -- a nonsensical proposition -- it will have difficulty
obtaimng regislralions thal clearly pre-empt sueh uses by third parties, Accordingly,
registrations obtained pursuant to assertions of rights under the proposed rule will not
place the Government in any better position vis-a-vis offending uses.

Instead, the proposed rule may unintentionally inhibit the fight against
offending uses. Government contractors engage in commercial activities beyond the
scope of their contractual duties, and so asemie trademark rights and registrations far
broader in scope than the Government. Not only does this place them in a better
position to fight third-party offending uses, it also provides tham with a strong
incentive to pursue the expensive and time-consuming trademark and unfair-
competition lawsuits necessary to do so.

I addition, az a practical matter, contractors arc unlikely to sngago iy
disparaging uscs that would affect their relationship with Government customer and/or
tarmish their own reputation and commerce in related arcas. Therefore, the
Govemment is now in the best position it could occupy vis-2-vis offending uses by
third parties, and any probletnatic uses by govemment contractors, over whom the

Govemnment has significant leverage, can be addressed proactively during contract
negotiations,

&

These comments do not address rademark dilution, a phenomenon not necessarily associated
with offensive uscs.
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. Trademark Ownership By Contractors Does Not Limit Competition

Contractor ownership of trademarks and servicemarks does not limit
competition or affect the development of altemative sources of goods and services. In
accordance with the Competition in Contracting Act ("CICA"), except in limited
circumsiances, federal agencies are required lo competitively award contracts in oyder
to increase the sources of products and services and ensure reasonable prices. In the
most extreme example, the Government can create alternate sources by providing
relevant technical and manufacturing data to compeling manulacturers. Arn original
contractor's trademarks and servicemarke could not be shared by competitors,
however, because they are specific source designaiors.’

‘Weuld-be competitors do not need rights to such marks, however, because
trademark and servicemark regisirations do not preclude others from dealing in the
sane goods and services., Trademark nights merely preclude others from using the
same or confusingly similar marks with regard to those goeds and scrvices. Therefore,
the Government's ability to foster competition pursuant to CICA is not inhibited by
contractors’ ownership of their trademarks.

v, Additienal Impleinentatiun Issues

A. Regulation of Existing, Contractor-Unique Marks or Marks for

Nan-Lravernment [cex

The proposed definition of 2 "Government-unique mark" weuld include all
marks used In coggunction with goods first developed or manufactired, or services
first rendered, in performance of government contracts, regerdless ol their history and
scope. Many contractors use a panoply of marks in conjunction with their contract-
related activities, many of which are pre-existing and well known in conjunction with
other goods and services. In addition, many larger companies have registered their
names and developed other marks for general use in conjunction with ail goods and
services they provide in commerce; thesc marks are often used in conncction with their
Jgovermmenl contracts.

~¥

Faor exammple, the Government developed a second source {or the ATM.120 Alr-to-Afr Missile
(AMRAAM), originally developed and manufactursd by Hughes Aerospace Cerporation, by
providing specifications and other mazufacturing data o Kaytheor Company. Tnlikz the data
and specificalions, however, Hughes' trademark and servicerack rights could not be transferred
to Raytheon, cxcepr with Huphes' express agresment througk 2 lisense that provided for
Hugles' pelicing of Raythesn's use and the quelity of goods furnighed.
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Although the Government has no practical interest in these marks, & broad
reading of the propaced rule may cover marks alrsady registered by contractors and
cenceivably would allow the Government to bar or dictate the terms of theit fulure use
even outside the sphere of govermment contracting. Whether or not such restrictions
would coustitute regulatory takings, they would be untenable for successfiul companies
whose portfolios frequently encompass hundreds, if not thousands, of registered and
unregistered marks embodying their companies' national and international goodwill.®

In addition, the proposed rule addresses the assertion of trademark and
servicemark rights, rather than just the federal registration ot trademarks or
servicernarks. Because common-law trademark rights acenie from the moment of [rst
~ us¢ 1o comunerce, the proposed rule could be constusd to bar the use of all trademarks
in the course o performing any government contract without the prior, cxpress
approval of the contracting officer. Thus, the proposed rule also is not, and because of
the unique nature of trademarks cannot be, restricted only 1o goods first developed or
manufactured, or services first rendered, in performance ol government contracts.

The Section is concerned that the proposed rule neither be apphed refrozctively
te existing marks, nor expanded to non-governrnent uses. Such application would be
unfair to contractors and inconsistent with existing trademark law, as well as impose
additional burdens on the contracting officers. Although the Section believes that
these results were not intended, they illustrate the ditficulty and risk invelved in trying
to apportion commercial source designators away from the actual sources of goods and
services. These risks cannot be casily evoided within the propesed notice-and-
approval process,

The Section proposes that contractors be permitted to retain title in their
trademarke end enter into mandatory lisenses that grant the Governmend trades ik and
servicemark usage rights analogous to those cbtained for inventions and technical data.

For example, if the Coce-Cola Company first developed 2 new can for distzibuting its soft
drinks in vendinp machines under & government contract, and began providing related vending
services, s broad reading of the propased rule would entifle the Governmen: to dictate the
terms of future use {or all marks used in conjuncrion with those goods and sevices — including
the company narmc and the names of all vonded soft drinks.
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B. Lack of Government Resources

The Section understands that the Government has only z handful of attorneys
for whom trademarks are z significant practice component. Thus, contracting officers
will not have ready access to advice regarding contractor requesis to register or
olherwise assert rights in a maark. The Section is concerned thar, without adequate
support, contracting officers will be unable to timely respond to contractor requests,
and the resulting delays and uncertainty may frustrate contractors’ comniercial
activitics, particularly where commercially important inarks are at issue, If the FAR
instead provided guidance directing the parties to immediatcly begin negotiating a
licensing arrangement, the interests of a]l parties would be addressed more quickly and
effectively.

In addition, the Section is concemed that lack of Government resources wifl
immediately harm govemment contractors denied the right to cbtam and police
registrations [or commercially important marks. As discussed above, the value of 2
trademark i= only retzined if it is effectively policed, both against infringement and to
ensure that goods and services provided pursuant to it satisfy quality standards
sufficient to justify the public's reliance. In addition, offensive third-party uses will
reflect poorly upon all parties involved in the governmen! procurement proccss --
agencies and contractors alike,

Given the Government's lack of trademark resources, and the nced to devote
what resources it has to answering contractor requests to assert rights, the Seciion fears
that the Governmcnt will not be able to obtain the necessary registrations to protect
important marks, police whal marks it does obtain, or take effective, affirmative action
against third-party uses that reflect poorly upon contractors. Once again, this siluation
can be avoided by permitting contractors to retain and assert their trademark and
servicemark rights, while requiring the parties to engage in licensing negotiations to
protect the Government's interests.

-G Governmenr Contracior-Only Coverage

The federal trademark statute, the Lanham Act, already provides adequate
means for the Govermmenl to objzet (o the 1egisuation of marks by any party or to seck
to cancel inappropriate tegistrations. Contractors have business relationships and
other customer-relation incentives to ensure that they (i) engage in goed faith Jicensing
negotiations regarding marks relsted to their Government business, (ii) strongly and
proactively police important marks, and (iii) oppose offensive third-party uses. The
opposition and cancellation procedures implemented by the Lanham Act, and currently
used when dealing with third parties, should be more than sufficient with respect to the
Government's own contraclors.
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The Section is alse concerned that the proposed rule would place government
conlractors al 4 distinel disndvantuge relative ta third parties. Specifically, (hird
parties would be free to promptly register marks for a contractor's proposed use (and/or
other offensive uses), while government contractors would be required to request the
Goverument's consent and wait for a response.

D. Subcontractor and Vendor Flow-down

The proposed rule does not stale whether the requirements ol the proposed
contract clausc arc intended to apply to subcontractors and vendors. This result is
likely, however, becausc e praposed ¢lause {8 10 be invoked Whenever patent or
technical data clauses are incorporated. I low-down is in fact required, the
conuacting officers at all federa] agencics should be prepared to handle un
extraordinarily large velumc of requests to usz and register trademarks and
_servicemarks.

The Section is particularly concerned about the burdens that would be imposed
upon, federal agencies and the likelihood that commercially successful companies will
not be willing to risk losing control of their all-important company and brand narnes
simply to participate as subconlrzctors.

E. International Coverage

The proposed rule 1s not clear with regard to whetker contractors would be
reguired to obtain government consent before submiting trademarlc and servicemark
applications to [oreign repistration authorities. Regardless of its propriety, if that
result is intended, a substantial burden will be placed upon both federal apencies and
contractors, as application deadlines in foreign countries often are quite short and the
competition lo register commercially important marks is intense. Commercizally
successful companies capeble of fulfilling large-scale govermment contracts generally
have glebal operatiens; the likclihood that their worldwide commercialization
activities could be jeopardized or suspended indcfinitcly could be severely prejudicial
and inhibit companies’ willingness to contract with the Government.

V. Proposal for Government-Purpose License Rights

A. Provide FAR Guidunce to Contracting Officers and Implement a
Compulsory Licensing Sclieme

'l'o accomplish the (Government's goals, the Section proposes that 2 mandatory
licensing scheme be established that is analogous to the government-purpose rights
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that federal agencies obtain in certain inventions and technical data, while title to
trademarks and servicemarks remains with centractors. Under such a scheme,
guvennuent contraciors would be obligated 1o graul g 1oyelly-fice loonse to the
Government to use necessary marks n cérlam circurnstancss, including: (i) for
morale, recruiting, and public affairs purposes (e.g., on items such as coffee cups znd
T-shirts); (ii) in official govemnient correspondence; (i) in government-funded or
internally developed training programs associated with products or services; and (iv)
in the Foreign Military Sales program. If the Government needed to usc a mark in
circumstances beyond those prescribed, gavernrnent contractors wonld be obligated to
engage in hicensing ncgotiations with the agency.

B. Redraft the Definition of "Government-Unique Marks"'

If the notice-and-comment process of the proposed rule is retained, the
definition of a "Government-unique mark" should be amended fo ensure that the only
marks subject to regulation ars those used solely in conjunction with goods and
services first developed or rendered exclusively at Government expense and for
Govermment purpeses only (not simply first manufactured or modified from existing
commercial or non-commecrcial products). Contractors frequently modify existing
products sold in eonjunetion with established marks for sale to the Government, which
marks embody goodwill entirely unrelated to the Government or government
contracting activities, In addition, many covernment contractors undertake R&D
sfforts gt their owmn expense that resull in producte or gervices provided to the
Government and others. Government contractors will be loath to provide such
products or services to the Government if other markets exist - particularly if related
marks hove become well-knewn in eommeree, In additien, voluntary RE&ED will bo
discouraged if the penalty for success is loss of all practical contrel over company
trademarks used 1n conjunction with resulting products and services.

C. Require Government Approval of Contractor Reguests to Assert
Rights or an Affirmative Assertion of Trademark Rights Within 120
Days

If the notice-and-comment process of the proposed rule is retained, the
proposed rule also should be amended to requite that contraclor tequests be desmed
approved at the end of the 120-day peried if the Government has not submifted un
application to register its own alleged trademark or servicemark rights. Any other
scheme would virtually guarantee that the ownership of contractor trademarks would
be thrown into doubt and commercialization efforts would be thwarted indefinitely,
particularly given the lack of resources and guidance available to contracting officers.
This would be a particularly untenable result for successfitl companies whose
businesses extend beyond govermment contracting —- the very companies the
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Government most wants to attract as its contractors. A non-extendable filing deadline
also would cause government agencies to issue denials of contractor requests based
upon reasoned analyses of potential rademark rights, rather than a lack of informed
guidance from trademark counsel or a vague notion that rights that might somehow
become valuable cught to be pressrved, or both.

D, Publish the Recommended Licensing Scheme and Guidance in the
Federal Register for Review and Comment

The proposed rule regarding trademarks for government products has generated
significent discussion within the procurement community, and even the Section’s
recormmended licensing scheme would profoundly affect the commercial practices of
many govenuanent contractors. Accordingly, as an altcmative to the proposed rule, the
Section urges the Government to consider 2 heensing scheme of ihe lype described
above and to publish a revised rule in the Federal Register for further public comment.

The Scction appreciates the opportunity to provide these comments and is
available to provide additional information or assistance as you may require.

Sincersly,

Tsiontl iy,

Norman R. Thorpe
Chair, Section of Public Centracl Law

ce: Mary Ellen Coster Williams
Hubert J. Bell, Ir.
Patricia H, Wittie
Patricia A. Meagher
Maurshall J. Doke, Jr.
Rand L. Allen
Grepory A. Smith
Council Memhbers
Co-Chailrs and Vice Chairs of the
Commercial Products and Services Committee
Richard P. Reclor



